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THE COME-BACK OF EUROPE 


BY PER JACOBSSON 


Within one generation Europe has been the 
theatre of two world wars and has suffered loss 
of life, material damage and appalling disorgani- 
zation in its own internal conditions and in its 
relations with other continents. Europe, excluding 
the Soviet Union, represents only 3!/» per cent. 
of the world’s land area but contains 16 per cent. 
of the world’s population. Although this continent 
may not be as densely populated as some of the 
Asiatic countries, it is important to bear in mind 
that the standard of living of its peoples is, of 
course, far higher than that of the Asiatics. 
Europe’s great advantage in this respect can be 
maintained only by means of a very complicated 
economic process which includes a lively exchange 
of goods and services with other continents. In 
that respect the Furopean economy is to a large 
extent artificial and therefore vulnerable; and 
two such catastrophes as the world wars might 
well have wrecked its whole structure. The con- 
sequences of these events are not easily obliterated, 
but when all is said and done the verdict must be 
that Europe has shown a remarkable degree of 
resilience and has staged a recovery which bears 
witness to great powers of recuperation. 

Quite a good recovery was made after the first 
world war. By 1929 industrial production in 
Europe was, on an average, between 20 and 30 
per cent. higher than it had been in 1913 and the 
trade with other continents had also expanded. 
Monetary rehabilitation was well on the way in 
1929 and the prospects for the future seemed 
promising indeed. Then the advance was inter- 
rupted by the great depression. But it is important 
to stress in connection with this new phase that 
the first signs of both agricultural and industrial 
recession occurred outside Europe; the first cur- 
rencies being devalued were those of the Ar- 
gentine and Australia (in 1929 and 1930 respec- 
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tively) and the first stock exchange collapse was 
that which took place in New York in the autumn 
of 1929. The truth of the matter is that the great 
depression was not essentially-a European affair 
but one affecting the whole world — and it is 
worth remembering that the American economy 
found it much more difficult to overcome the 
depression than, for instance, the countries of the 
sterling area, to which at that time the Scandi- 
navian countries all belonged. 

The effects of the second world war were very 
different on the two sides of the Atlantic. The 
war effort pulled the United States out of the 
depression and by the end of the war the national 
income (in real terms) is estimated to have been 
95 per cent. above the 1938 level. There followed 
a decline in military production, but this was 
gradually made up for by an increase in output 
for civilian purposes, so that by 1953 the United 
States’ national income (still in real terms) was 
about twice as large as in 1938 — a truly stu- 
pendous improvement. 

The European countries, on the other hand, 
had suffered much more directly from the de- 
struction caused by war, and some of them were 
almost in a state of exhaustion at the end of 
hostilities. In 1947 their average national income 
(in real terms) was still 15 to 20 per cent. below 
the pre-war level; but since then there has been 
steady progress. It was helped by Marshall aid, 
which during the period from July 1948 to June 
1952 furnished about $14 milliard or, on an aver- 
age, one quarter of the new capital resources 
which the west European countries were able to 
utilise in these years, the other three quarters 
having been supplied from domestic sources. By 
1953 not only had the damage wrought by the war 
been, generally speaking, repaired but the pre- 
war levels of economic activity had in fact been 
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exceeded, the average national income of the 
west European countries having risen by then 
to some 20 to 25 per cent. above the figure reached 
in the late 1930s. Whatever criticism may be 
voiced against the manner in which the various 
countries handled their affairs in the post-war 
period — and in some of them more attention 
could certainly have been paid to monetary matters 
— the overall results achieved must be regarded 
as remarkably good. Industrial production is about 
40 per cent. higher and agricultural output some 
20 per cent. higher than before the war. The 
aggregate gold and dollar holdings of the west 
European countries, which at the end of 1938 
amounted to $10,6 milliard and were down to 
$7,9 milliard by the end of 1947, had risen to 
$13,1 milliard by the end of 1953. These and 
other data pointing in the same direction were 
given in the recently published Annual Report of 
the Bank for International Settlements ; and any- 
one who has been able to visit and travel over the 
continent of Europe from time to time in this 
post-war period will have been able to see and 
find out for himself what a great improvement has 
taken place. And in 1953 there occurred two de- 
velopments which may be said to have been rather 
extraordinary because to some extent they were 
unprecedented and by many unexpected. 

(1) In the first place, it is certainly worth noting 
that on the free markets the price paid for 
gold has fallen practically down to the offi- 
cial price of $35 per ounce and, similarly, 
that the large discounts which used to be paid 
for bank-notes and other forms of currencies 
on free or black markets have almost dwin- 
dled to nothing — and that all this happened 
at a time when the newspapers were full of 
news about the “failure” of the Berlin Con- 
ference, an intensification of the “cold war” 
and other dire developments in the field of 
international politics. Western Germany and 
Austria — two countries still occupied by 
foreign powers — have continued month 
after month to have surpluses in the Euro- 
pean Payments Union, and some part of their 
earnings of foreign exchange must have been 
the result of a certain repatriation of capital 
owing to the attraction of higher rates of 


interest at home. There has existed, and ap- 
parently still exists, an insensitiveness to bad 
political news which seems to be mainly due 
to a belief that discussions will continue in 
one form or another and will ultimately lead 
to a settlement, in Europe at least, and that, 
if there should be a modern war, it would be 
so bad that it would matter little what eco- 
nomic steps had been taken and that it is 
therefore best to go about one’s business in 
a perfectly normal way. 

(ii) The other circumstance of fundamental im- 
portance for western Europe is that the 
recession in the United States which began in 
the summer of 1953 and which led, for in- 
stance, to a decline in the utilisation of the 
productive capacity of the steel industry from 
100 per cent. in the spring of 1953 to 66 per 
cent. a year later has not had any adverse 
influence on the European economies. Not 
only has business activity in Europe con- 
tinued to show an upward trend but also the 
monetary reserves of the European central 
banks have continued to increase. There is 
seen to have been this time no foundation for 
the belief that a relatively small decline in 
industrial output in the United States would 
necessarily lead to a proportionately greater 
reduction in American imports and that this 
would, in particular, cause European coun- 
tries great difficulties through a renewal of 
the dollar gap. 

In examining the reasons for the upward trend 
of business activity in Europe notwithstanding the 
American recession, account must be taken of 
conditions and policies on both sides of the At- 
lantic. There can be little doubt that the return to 
lower interest rates in the United States and the 
other antirecession measures taken by the U. S. 
authorities have had an influence on European 
affairs, too, making it easier, for instance, for 
the European countries to continue to increase 
their dollar earnings and exercising a steadying 
influence on commodity prices. The very fact that 
there has been no fall in prices has undoubtedly 
been a circumstance of great importance. The 
continued strength of iZuropean demand has, of 
course, played a role in this connection. Oppor- 
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tunities for investment are still plentiful in most 
European countries and the areas associated with 
them (such as the countries of the sterling and 
the French franc areas), for there is still much 
post-war reconstruction work to be done (not 
least in the field of residential building) and new 
and highly remunerative methods of production 
are still waiting to be introduced in a great many 
firms. Since the reserves of the majority of the 
European countries were increasing, there were 
no liquidity difficulties to delay recovery — and 
before long fresh business orders were coming 
in faster than they could be dealt with, thus 
helping to sustain confidence. 

It is encouraging, therefore, to see that in 
various fields of economic activity the European 
countries have not only been able to hold their 
own in times of difficulty but have actually im- 
proved their position. It is this improvement 
which has recently given an air of realism to the 
discussions about a return to convertibility. More- 
over, the fact that every step towards greater 
freedom has been followed by increased strength 
points the way to further progress. 

But if all this has been heartening, there re- 
main — it must be admitted — enough diffi- 
culties to prevent Europeans from becoming com- 
placent and the Americans from thinking that 
Europe can be left entirely to its own resources. 
While inflation has been halted, in any case for 
the moment, the budget charges are still very 
heavy in a great many countries and in several 
steps must be taken to develop capital markets in 
order to limit the volume of lending channelled 
via the banks; it is also necessary, in some in- 
stances, for a greater degree of equilibrium to be 
brought into the relationship between costs, prices 
and exchange rates. A problem common to all 
countries is that of improving productivity in the 
verious branches of their economic life; there is 
thus a need for more investment and, in some 
countries, for structural changes, e.g. in agricul- 
ture. In the southern part of Europe bordering 
on the Mediterranean there are still very poor 
regions, which offer, however, great scope for 
development by modern technique, especially by 
up-to-date methods of irrigation, but often better 
roads and other basic present-day requirements 
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will have to be provided before any appreciable 
progress can be expected. The rehabilitation of the 
southern part of Europe must be regarded as a 
problem worthy of the attention of those responsi- 
ble for the shaping of international investment 
policy. 

Thus even without raising the question of east- 
west trade, the European countries have still 
plenty of problems to contend with both in their 
own economies and as far as their relations are 
concerned. Since the war this problem of Euro- 
pean inter-relationship has come to be more and 
more widely referred to as the problem of Euro- 
pean “integration” —- and there have been many 
different approaches to the subject. The Coal and 
Steel Community, which has its headquarters in 
Luxemburg, was created in the first place in order 
to provide the framework for co-operation be- 
tween six countries — Belgium, France, western 
Germany, Italy, Luxemburg and the Netherlands 
— in the sector of heavy industry, and there were 
many who expected that the new organisation 


_would form the nucleus for co-operation in other 


fields too. Another — and wider — approach 
was made via the O. E. E. C. in Paris on which 
seventeen countries are represented. This organi- 
sation was originally set up for the purpose of 
administering Marshall aid but has since con- 
centrated on promoting trade liberalisation and 
has also acted as the central office of the Euro- 
pean Payments Union. The members of the 
O. E. E. C. include, in addition to the above- 
mentioned six continental countries, Great Britain, 
Norway, Denmark, Greece, Turkey and Iceland, 
and also the former neutral states Switzerland, 
Sweden, Portugal and Ireland, while representa- 
tives of the United States and Canada participate 
in the meetings of the Council and other com- 
mittees of the O. E. E. C. in the capacity of as- 
sociated powers. One very interesting development 
in Paris has been the recent examination by the 
competent organs of the O. E. E. C. of the inter- 
nal financial conditions in the various member 
countries and the trade problems confronting 
them. High officials not only from the smaller 
countries but also from France, Germany and 
Great Britain are asked certain questions — and, 
when occasion arose, they have been urged to 
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take appropriate measures, e.g. an extension of 
trade liberalisation or a tightening of internal 
credit in order to combat inflation. The influence 
thus exerted has in several cases been most salu- 
tary and has undoubtedly contributed to the eco- 
nomic improvement which has taken place in 
western Europe. 

The European Payments Union, which has the 
same membership as the O. E. E. C., was from 
the very beginning intended to be a temporary 
arrangement, having been primarily designed as 
a lubricant to trade. As it becomes possible to 
proceed with the plans for restoring convertibility, 
the Union, which — notwithstanding the multi- 
lateralisation it has introduced — is based on 
bilateral accounting methods and exchange control, 
will not be required any longer. However, the 
desire to avoid any setback, during the transition 
from E. P. U. to convertibility, in the freedom 
of trade and payments which has been developed 
as part of the régime of the Union itself, is 
naturally a strong argument in favour of cautious 
advance. For this reason and for others it has 
been decided to prolong the Union for another 
year from 1st July 1954. It is perhaps not suf- 
ficiently realised that even while they are still 
members of the European Payments Union coun- 
tries can make further progress towards con- 
vertibility (by liberalising to a greater extent their 
dollar trade, by unifying various brands of their 
own currencies, etc.). For convertibility has be- 
come more and more the accepted objective of the 
different countries and, as the Bank for Inter- 
national Settlements has repeatedly pointed out, 
convertibility constitutes the most effective and 
flexible form of integration in relations between 
the European countries and between them and the 
rest of the world. Such alternative proposals as 
have been put forward for the establishment of a 
separate currency area for the continent of Europe 
or just for the six countries of the Coal and 
Steel Community probably still have their ad- 
herents but they do not seem to have been gaining 
any ground. Any monetary arrangement of this 
kind would definitely represent a retrograde step 
even in comparison with the European Payments 
Union, for this Union, after all, not only includes 
Great Britain but also covers settlements with 


members of the overseas sterling area, the French 
and Belgian franc areas and the escudo area (thus 
permitting payment for purchases of a great 
number of foodstuffs and raw materials produced 
in overseas countries to take place via the Union). 
If the European countries had to depend to a 
greater extent upon their mutual trade, not only 
would competition between them be very intense 
indeed, but the terms on which they could acquire 
the materials they need from abroad might deterio- 
rate and thus lead to a lowering of their standard 
of living. 

Europe needs a system of freedom of trade and 
payments in relation to other continents. It is one 
of the encouraging features of the memorandum 
on convertibility which Great Britain presented in 
June 1954 for discussion in the O. E. E. C. that 
it looks forward to a general return to converti- 
bility and thus rejects any more half-hearted 
solution of Europe’s monetary problems. It seeks, 
moreover, to establish conditions under which no 
European country will relapse into bilateralism 
and discrimination and proposes that measures 
should be agreed upon to ensure that facilities will 
be available to maintain the widest possible trade 
and payments systems. It is admittedly not easy 
to restore a smoothly functioning world currency 
system but the preparatory work has already 
begun — and it could not have begun had it not 
been for the regained strength of western Europe, 
which is once again able to take its proper place 
in the world, a place which it will keep provided 
that it manages to avoid those dire political cata- 
strophes which have done it so much harm in the 
first half of the twentieth century. 

Fortunately, Europe is the owner of many im- 
portant assets, soil which is for the most part 
fertile, valuable forest areas, deposits of coal and 
iron ore, excellent transport facilities and a highly 
gifted and versatile population capable of in- 
vention and thus equipped to build up industries 
and develop them to a high pitch of efficiency. 
While Europe’s internal markets will, therefore, 
continue to be of considerable importance, Euro- 
pean countries have, as has already been pointed 
out, to rely for their prosperity and well-being 
largely on their trade with other continents. As 
far as the terms of trade are concerned, they are 
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now very much the same as in 1929, when they 
were about 15 per cent. more favourable to the 
European countries, which are large importers of 
raw materials and foodstuffs, than they were in 
1913. In this respect Europe cannot fairly ask for 
better conditions. As regards domestic production 
in the overseas countries, it is likely that these 
countries will seek to build up their own textile 
and other industries for the manufacture of ordi- 
nary household goods; but to fulfil modern re- 


quirements there is an ever greater need for | 


highly manufactured articles (radios, machinery, 
chemical products, etc.) which can be produced 
only by skilled labour and specialised tools and 
machines. There is no real reason why the Euro- 
pean countries should not hold their own. It is not 
written in the stars that this continent is doomed 
to decline; on the contrary, the post-war recovery 
shows that it has not lost its capacity for advance, 
and it will advance provided that it does not once 
again indulge in internecine political conflicts. 
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EXPORT CREDITS AS MEANS OF COMPETITION 


BY GUSTAF SODERLUND 
MANAGING DIRECTOR, SKANDINAVISKA BANKEN AB, STOCKHOLM 


In international trade, just as much as in the 
home market, consumer goods should be paid for 
in ready money or within the short time-limit 
which may be found desirable in view of trans- 
port conditions or other circumstances. For capi- 
tal goods, and then particularly those requiring 
a considerable period of production or having 
unusual specifications, the payment problem 
turns into a question of short-term or long-term 
financing ; and how this question is solved varies 
with the circumstances. Normally there is par- 
ticipation by the commercial banks on the export 
and import side, and then the necessary credit 
granting is provided by them within the sphere of 
their normal activities. However, for certain 
branches and for sale in certain markets, several 
of the countries exporting capital goods have 
created special agencies — governmental, semi- 
governmental or private — for credit financing 
of exports in addition to what has developed 
within the framework of the banking systems. 
By the creation of these agencies it is first and 
foremost intended to bring about a distribution 
of risk in connection with the granting of long- 
term credits or credits covering merchandise to 
be shipped to less reiiable markets. But in certain 
countries also the credit-granting itself is handled 
by such agencies. The demand for distribution or 
assumption of risk is in particular evidence, where 
political hazards may be expected. 

As long as there is a sellers’ market the fi- 
nancing problem is chiefly centred on the im- 
porting country, but when business declines and 
exports encounter difficulties, the problem passes 
to the exporting countries, whose banks then are 
subject to a great demand for increased and ex- 
tended export credits. In those cases when special 
agencies have been instituted for the handling of 
the granting of export credits, it will now be a 


matter of increased participation on the part of 
these agencies. Where no such agencies exist, 
efforts will be made to have them organized. The 
request is often expressed for an increased shifting 
of risk from the exporters, reduced premiums for 
credit guarantees, and extended credit terms. The 
export credit policy of competitor countries and 
also individual cases in which competitors have 
been able to offer credit facilities which were out 
of their own reach, are things cited by the people 
concerned ; a greater readiness to fall in line with 
the credit requirements of the customers is de- 
manded ; vague reports although having much of 
the characteristics of oriental bargaining are 
eagerly gulped down: the Authorities — for it is 
generally to them people turn — are being per- 
suaded of the necessity to step in and assist ex- 
ports by creating wider and safer credit facilities, 
Thus, the export credits appear to be more im- 
portant than both price and quality in the compe- 
tition for customers and orders. In recent years 
such trends have emerged in the industrial coun- 
tries of Western Europe. 

The intensity now applied to the search for 
widened credit facilities and an increased transfer 
of risk for exports, is more striking than the 
corresponding phenomena previously. This is ex- 
plained by several circumstances. Capital goods 
seem to take up a more important position than 
formerly among exports. Because of the technical 
and organizational developments —- not least the 
specialization of the personal factor — it has be- 
come much more difficult to convert the ma- 
chinerv of production to new lines of manufacture 
at short notice. Therefore, it is preferred to leave 
well alone. It should perhaps also be mentioned 
that earlier forms of long-term credit-granting 
between countries are no longer available, al- 
though admittedly owing to a feeling of insecurity 
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and lack of confidence which should arouse ap- 
prehensions also against the granting of medium- 
term credits. But the fundamental reason is, 
nevertheless, of a political and psychological na- 
ture. The fact that such points of view assert 
themselves strongly in countries which in conse- 
quence of World War IT have had to contend 
with serious problems of rehabilitation and em- 
ployment, is, by no means, unnatural. But the de- 
mand for full employment as the lodestar of the 
economic policy seems more generally to bring in 
its train a barren way of thinking in these matters, 
not only in trade-union and political circles, but 
also among the enterprisers themselves. For all 
these parties it is, of course, most convenient to 
let production run along in the old rut as long as 
possible, irrespective of the changes in demand. 
And if this is not possible to bring about in any 
other way, then those concerned seem to be pre- 
pared to let the exporting country finance the 
demand of the importing country. There is a 
touch of desperation and intellectual narrowness 
in this way of looking at things. Where a con- 
tinuing competition in respect of export facilities 
between countries will ultimately take us, is in- 
deed worth our serious consideration. 

This question has, however, lately attracted 
much attention and discussion; and then also 
cautious voices have come to make themselves 
heard. A more critical opinion is especially found 
among bankers and economists. It is also a source 
of satisfaction to note the increased sober- 
mindedness and the more cautious attitude of 
many enterprisers; and also the politicians have 
for the present in many cases put restraint on 
their meddlesomeness. But the comparative quiet, 
which is noticeable, is a result of a certain stabi- 
lization in the business situation and, therefore, is 
not of such a nature as to inspire a feeling of any 
lasting security against surprises and mistakes. 
This state of affaires gives occasion to the follow- 
ing critical analysis of the system of export credits 
as means of competition. 

First, then, there seems to be reason to draw 
the attention of the exporters to a matter, which 
private enterprisers unfortunately also in other 
respects too often overlook, and that is that every 
case of running to the Authorities with one’s 


f2—541463 


troubles and accepting assistance to improve one’s 


_ competitive position will give rise to the im- 


position of new regulations, controls and di- 
rectives, which, after having joined the ranks of 
the supplicants, one can oppose only with diffi- 
culty. In states where power is held by socialist 
planners, who perhaps even tempt with alluring 
offers of all kinds, this will involve considerable 
risks, which there is every reason to avoid. And 
in post-war years we have had many examples 
of the fact that even middle-of-the-road and 
right-wing Governments sometimes succumb to 
the temptation to allow the State to intervene in 
exports with artificial means. 

The important question is, whether, from an 
economic point of view, it is a sound policy to 
compete by using far-reaching credit facilities as 
means of competition between countries. Such a 
competition is likely to conceal what should be 
more important both from the buyer’s and the 
seller’s point of view; that is the value of a low 
price and good quality as, in the long run, it is 
these factors that become decisive also in respect 
of international trade. It is, of course, always 
possible to calculate the credit facilities into a 
price, and countries having a good financial 
standing will very likely prefer a low price to a 
long-term credit. A competition involving Govern- 
ment-financed export credits will tend to direct 
exports to the financially weaker countries and 
customers, and it is indeed hazardous — particu- 
larly for small countries — to set about making 
such conquests. Their economic position may 
easily become a worse one than if they had waited 
and instead tried to find some other use for their 
industrial capacity. 

When a country extends its credit facilities 
with a view to increase its volume of exports and 
acquire new markets, this will arouse mixed 
feelings among the competitors. It may even 
happen that their first reaction verges on an out- 
right condemnation of such competitive methods 
as unfair. But, on second thought, the competitors 
will usually change this attitude into a wish that 
it should be possible for them to resort to the 
same means, and then preferably in a still more 
efficient form. 

Now, of course, the possibilities of the various 
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countries to grant extended credit facilities in 
connection with exports vary to a considerable 
extent. Countries having a stong foreign ex- 
change position and a reliably favourable balance 
of current payments have, of course, greater 
possibilties to grant credit than other countries. 
They may even have a growing surplus in their 
overall economy; a saving that may be of use to 
other countries and in a natural manner tends to 
find its way to them in order to produce a better 
yield. Then, it may be a matter of definitive or, 
at any rate, long-term investments of such capi- 
tal in foreign countries. Where this is the case, 
it is difficult to condemn straight away the less 
far-reaching measure of granting medium-term 
credits in connection with export of capital goods. 
But even these countries have every reason to 
exercise prudence in connection with such credits 
both with regard to the quality of the markets 
and the customers, and with respect to the effect 
which such support of the exporters will, in the 
long run, have on their competitive power. The 
right thing to do — from an economic point of 
view —— is, no doubt, to arrange matters so that 
the granting of credit can be handled by an inter- 
national capital market in which the freedom of 
movement of capital is as great as possible. In 
that manner this way of granting credits need not 
give rise to any restriction of foreign trade to the 
credit-granting countries; it is by no means a 
matter of course that a country requiring capital 
will buy its equipment in the most advantageous 
way from countries which have surplus saving 
funds and are able to grant long credits. 

For weaker countries, in which the foreign ex- 
change reserves are small and the balance of pay- 
ments tends to be unfavourable, it is important 
to keep within more narrow bounds in matters of 
credit-granting in connection with exports. Every 
extension of the credit facilities will, at least 
temporarily, mean a burden on the balance of 
payments, and this may easily lead to real balance 
upsets when the economic resources are already 
severely strained. In such countries there is often, 
already for other reasons, a rather permanent 
risk of the inflationary forces being let loose. 
Extended and widened export credits will, of 
course, increase this danger. Then, if the debtor 


nation should default in the final payment, the 
situation would be still more aggravated. It de- 
serves to be added that the existence of an inter- 
national capital market, in accordance with the 
above, would bring about a freer foreign trade 
and make it easier for countries holding small 
foreign exchange reserves to stand their ground 
against export competition using only price and 
quality as weapons without being tempted to 
resort to credit facilities, which would weaken 
their economy still more. 

Now, when we know from experience that 
extended credit facilities in connection with ex- 
ports is very infectious also to countries who, as 
a matter of fact, have no credit to grant or any 
capital to spare, it is to be desired that people 
everywhere would agree to some kind of re- 
strictions to be imposed upon the extravagances in 
the field of export credits. Fortunately, certain 
initiatives with this object in view have been taken 
within various national and international groups 
of industrialists and bankers, but it is important 
to reach a result before new occasions for an 
uneasy competition by means of export credits 
will arise. We should, however, refrain from 
believing that rules can be drawn up to be strictly 
and equally applied to all exporting countries, 
irrespective of their position with regard to 
foreign exchange reserves and balance of pay- 
ments. Those, who have not been able to manage 
their economies and prepare themselves for an 
international granting of credit, will always have 
to resign themselves to less room for compe- 
tition by means of export credits, and instead 
concentrate their efforts so much more decidedly 
on price and quality. Besides, in the long run, 
this can make them better able to compete than if 
they should have a more ample access to credit 
facilities as means of competition. 

How, in detail, the desired mutual handling of 
the problems involved should be planned and 
implemented, cannot be suggested here. That, 
above all, it will be necessary to limit the validity 
of the export credits is obvious. But, we must 
also consider their extensiveness in other respects, 
something which, to a great degree, is connected 
with the question what risks should be assumed in 
various markets and how far it can be justifiable 
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to free the individual exporters from such risks. 
A collaboration between the commercial banks in 
the exporting countries concerned is the first 
thing which should be arranged, but this will not 
solve the question last touched upon. For that 
purpose the collaboration must also comprise those 
Government-controlled agencies whose duty it is to 
grant export credits and export credit guarantees. 
The risk of an unsound export credit policy in 
periods of declining business levels is greater with 
them than with the commercial banks. ‘The task 
to maintain full employment in spite of a gener- 
ally declining demand rests heavily on Govern- 
ments and Administrations; there is no ready- 
made programme at hand and, therefore, it is 
tempting to try to counteract every change by 
freezing production and employment in_ their 
present forms. And one of the means to this end 
is the financing of exports through increased 
credits and increased assumption of risk on the 


part of the Authorities. As these tendencies are, 
in the main, identical in all countries concerned 
although with certain differences as to balance 
and moderation — a mutually destructive compe- 
tition may be feared, if no collaboration and re- 
straint will be brought about. 

The granting of export credits is, however, no 
isolated phenomenon, but must be considered in 
connection with other political means of further- 
ing trade. The regulating of imports is such a 
means, also this capable of being used to keep 
employment up during a recession. But in recent 
years it has been good international form to avoid 
import regulations and this may perhaps have 
contributed to the increased efforts to stimulate 
exports. In order to keep trade policies within 
reasonable bounds, international agreements will 
be necessary in respect of the methods employed 
both to stimulate exports and to protect the home 
market from foreign competition. 
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FORECASTS OF POWER CONSUMPTION 


BY FOLKE PETRI, STATE POWER BOARD 


In 1950 the Swedish electricity supply industry 
invested about 450 million kronor in new instal- 
lations. This represented about 21 per cent. of 
industrial investments as a whole. The value of 
the electricity distributed during the same year 
has been estimated by the Swedish Board of 
Trade at about 700 million kronor, which is 
equivalent to only 3 per cent. of the total value 
of industrial production. These figures illustrate 
the heavy capital requirements of the power indus- 
try as compared with other industries. 

For all industries which are in process of de- 
velopment forecasts for future expansion are a 
compelling necessity. This is especially true in the 
case of the power industry, which during the latest 
half-century has grown much more rapidly than 
industry as a whole and which is still in a state 
of expansion. The rapidly rising demand for 
electricity, combined with the requirement of full 
utilization of the capital-absorbing installations, 
has made it necessary for electricity producers to 
devote close attention to the future load trend. 

Large hydro-electric stations take 4—6 years 
to complete. This is the practical background to 
the fact that electricity supply undertakings must 
try to foresee the trend of power consumption 
for at least the next five-year period. It is also 
desirable to make estimates for a longer period 
as well. 


Historical survey 


l’orecasts of the expected increase of power 
consumption have been made in Sweden ever 
since the time when electrification on a large 
scale came into being. The first time a systematic 
investigation was carried out was at the beginning 
of the 1920's. The object of that inquiry was to 
make a forecast for power consumption during 
the next 20 years. 


In order to facilitate the calculations the country 
was divided into 14 regions. In each of these an 
analysis was made of the probable future con- 
sumption for different groups of consumers. 
Separate investigations were made for rural areas, 
urban areas, industry, traction and “retail” distri- 
bution. The forecasts for industry were based 
partly on direct inquiries addressed to enterprises 
with a large consumption of electricity. 

The result of the investigation showed that dur- 
ing the period 1920—1940 the consumption of 
power was expected to increase from 2 800 million 
kWh to about 8 600 million kWh. The predictions 
thus made were very near the mark, for the actual 
consumption in 1940 was 8624 million kWh. 
However, the blockade conditions resulting from 
the outbreak of the second world war had the 
effect of reducing power consumption at the time 
in question. Production cuts were especially severe 
in the cellulose industry, which was one of the 
largest consumers of electricity. But for the war, 
the figure estimated for 1940 would probably 
have been exceeded by a substantial amount. 

The joint operation of different power instal- 
lations which is a distinguishing figure of modern 
Swedish power supply had not yet developed 
during the 1920’s and 1930's. It is therefore 
hardly surprising that the above-mentioned in- 
auiry did not in fact come to be used as a norm 
for power expansion. The various electricity sup- 
ply undertakings each used their own separate fore- 
casts. In the great majority of cases these were 
based on simple extrapolations of previous trends 
without any exhaustive investigation of the con- 
ditions for power consumption. As until quite 
recently power consumption increased expo- 
nentially by about 6.5 per cent. annually, all the 
forecasts which were made in the course of years 
in the form of straight-line tangents to the actual 
load curve proved to be too low. If in spite of 
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this the expansion of power supply was able to 
keep pace with consumption up to the end of the 
second world war, this was due to the fact that 
the forecasts were adjusted in an upward direction 
year by year and that owing to the relatively short 
time of delivery for new power installations the 
generation capacity could be quite rapidly ex- 
panded in accordance with the revised forecasts. 


Available statistics 


Investigations of power requirements and fore- 
casts for future development are highly dependent 
on the available statistics. In Sweden the Board 
of Trade (Kommerskollegium) is responsible for 
the official statistics of electrical power, and both 
production and consumption are carefully ana- 
lysed each year. The consumption side is divided 
into three main groups. The share of each group 
in total power consumption is shown by the table 
which follows. 


Percentage share 
of total consumption 


Year 1930 1940 1950 

DIGRSEV GS MeO sss) ee 8's 81.1 7ie3 65.3 
Traction (mainly railways and 

HAW AVS) ERs ict ot 5.2 11,2 9.4 


“Retail” consumption (house- 

holds, farming, crafts, require- 

ments for the public) . . 13.7 17.5 25.3 

The preparation of these official power statis- 
tics naturally entails a considerable amount of 
work and this means that they cannot be published 
until a considerable time after the period to which 
they relate. It is realized that this state of affairs 
is unsatisfactory, and consequently during recent 
years these statistics have been supplemented by 
provisional data. These are available only six 
weeks after the load values have been recorded, 
in spite of the fact that the figures are broken 
down into a considerable number of categories. 
This form of statistics has proved of special 
value in the investigation of temporary load vari- 
ations of one kind or another. 

in addition to the official statistics, the various 
power undertakings keep detailed production and 
consumption statistics which are principally in- 
tended for the purposes of the daily production of 
power. Treatment of these statistics is continually 
going on and in this way valuable data can be 
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obtained for use in connection with the fore- 
casting work. Those concerned with the latter 
must make use of all the statistical material 
available in other fields, ¢. g. volume of industrial 
production, investment, the capital market, supply 
of and demand for man-power, internal and ex- 
ternal trade etc. In view of the fact that electric 
power is used in practically every one of the 
functions of the modern community it is necessary 
to have a full supply of statistical data about these 
functions in order to be able to forecast power 
consumptions. 


Different kinds of forecasts 


By far the greater proportion of the load on the 
electrical power network consists of so-called pri- 
mary consumption, which cannot be directly af- 
fected by the producers of the power. A not in- 
considerable part consists of secondary con- 
sumption (e.g. power for electrically-heated steam 
boilers and exports), which can immediately be 
stopped during years when the water supply is 
poor or the productive apparatus is insufficient. 
In the forecasting work it is only the primary 
consumption which is of importance. This repre- 
sents the delivery commitments made by the 
electricity supply industry. 

It has proved that in order to be able to plan 
power expansion on a rational basis the power 
technicians need two basic forecasts of the pri- 
mary consumption of power. These are: 

(a) A ten-year forecast containing an assess- 
ment of future development, taking into con- 
sideration the total productive resources of the 
country, under the assumption that these are 
utilized to the full. This forecast therefore takes 
no account of economic fluctuations. It constitutes 
the basis of the development programme for the 
power industry. 

(b) A five-year forecast which pays special 
attention to the probable economic trend and 
aims at an adjustment of construction work ac- 
cording to estimated fluctuations in requirements. 
It also provides a check on the ten-year forecast. 

The development programme for the Swedish 
hydroelectric power system is at present based on 
a ten-year forecast made in 1951. The first five- 
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year forecast was completed in the spring of 
1948 on the basis of a comprehensive question- 
naire to industrial undertakings and related to the 
period ending December 31, 1952. The experience 
gained from the work on this forecast has been 
made the basis of another five-year forecast which 
covers the period 1953—1957. 


The five-year forecast of 1948 


The development of power requirements had 
been underestimated during and immediately after 
the second world war owing to the prevailing 
uncertainty in industry and commerce. The severe 
drought in 1947 therefore plunged the whole 
power supply of the country into a serious crisis. 
It was clear that a thorough investigation of 
future power requirements must be made and that 
it should take the form of a five-year forecast 
designed to serve as a guide for the expansion to 
be undertaken in the immediate future. 

For this investigation, which was to relate to 
the years 1948—1952, 280 representative enter- 
prises were selected from those groups of in- 
dustries which were considered most important 
from the standpoint of power consumption, viz. 
ore mining and the metal industry, the pulp and 
paper industry, the electro-chemical industry and 
the earth and stone industry. The power con- 
sumption of these enterprises represented 82 per 
cent. of the total consumption in the four in- 
dustrial groups selected and 70 per cent. of the 
total electricity consumption of industry. 

The selected enterprises received a question- 
naire in which the main question was the expected 
power consumption during the five-year period. 
The future power requirements were to be esti- 
mated on the assumption of a continued boom. 
The inquiry aimed deliberately at a maximum 
forecast. In order to check the accuracy it was 
necessary to make a comparison with the total 
productive, resources and investment plans of 
industry. For this purpose contact was made with 
various industrial organizations and experts. 

In treating the replies to the questionnaire it 
was moderately easy to eliminate inaccuracies in 
those cases where power consumption was as- 
sumed to increase owing to new investments, In 


this wav the forecast could be adjusted — down- 
wards — for most of the enterprises sending in 
replies. One of the larger groups, the pulp and 
paper industry, showed a particularly steep in- 
crease. The estimated consumption of power 
proved to be possible, however, within the frame- 
work of existing productive capacity. 

In order to arrive at a forecast for the total 
power consumption of the country, the results of 
the industrial investigation had to be supplemented 
by forecasts for traction and retail consumption. 
As far as traction was concerned, a special inquiry 
was made by the State Railways Board. In the 
case of “retail” consumption, with its two million 
consumers, only relatively rough estimates could 
be made. The previous trend in this field pointed 
to an increase of 11.8 per cent. a year. in view, 
however, of the difficulties which existed during 
the war in procuring fuel at reasonable prices this 
figure was thought to be exceptionally high and 
therefore it was slightly reduced in the forecast. 

The result of the investigation was that the 
annual consumption for the three large groups of 
consumers during the five-vear period 1948—1952 
was estimated to be as follows on the average: 


Million kWh/year 


Industry’ jen noes 680 
EIACUOR 0.05), ee ee 70 
Retail consumption .. . 330 

Total 1 080 


Calculated to include 15 per cent. transmission 
losses, the forecast implied an increase of I 270 
million kWh/year on the average from the be- 
ginning of 1948 until the end of 1952 (at point 
of production). The five-year forecast of 1948 is 
of particular interest at the present time, as it is 
now possible to see how closely it corresponded to 
the actual trend. The following figures illustrate 
this: 


Actual load Load ace. to forecast 


Total Increase Total Increase 
Million kWh Million kWh Million kWh Million kWh 

LOA a KS TRS 13 148 

1948... 13667 519 14418 I 270 
1949. . . 152096 I 629 15 688 I 270 
1950. . . 16836 I 540 16.958 I 270 
IOSX Se eS QSY I 421 18 228 I 270 
1952... 19579 I 322 19 408 I 270 


The agreement between the actual development 
and the forecast is close. On the average the in- 
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crease was I 275 million kWh a year against 1 270 
million kWh a year in the forecast. However, 
the actual trend has not been of a linear character. 
It reflects the aftermath of the electricity ration- 
ing in 1947, the timetable for the investment 
programme of industry and the general economic 
trend. The forecast was, however, made to arrive 
at the consumption in 1952 and the trend up to 
that year was levelled out only in order to arrive 
at the average increase. 

The very close correspondence between the 
forecast and reality may be regarded as fortuitous. 

i we look at the different consumption groups 
we can see that as far as industry was concerned 
the power requirements were somewhat over- 
estimated in the forecast. Generally speaking, the 
forecasts submitted by industry have tended to 
be excessive. Hardly any of the forecasts made 
by industries were exact and the discrepancies are 
often considerable. In so far as this was due to 
fortuitous circumstances a tendency towards can- 
celling out between different enterprises would 
have made itself noticeable. That this was not 
the case is probably due to the fact that most of 
the enterprises took too optimistic a view of their 
prospects of increasing their utilizations of ex- 
isting and planned generation capacity as a result 
of further rationalization. It is also possible that 
there was a tendency to overestimate the rate at 
which expansion of productive resources can be 
effected in practice. The lesson to be drawn from 
this is that every forecast made by an industrial 
enterprise must be examined in detail and that the 
co-operation with industrial organizations, experts 
etc. should be extended as much as possible. 

In the case of traction the forecast proved too 
high. The increase was estimated at 70 million 
kWh a year on the average but in fact was not 
more than 40 million kWh. The forecast was 
based on the State Railways’ objectives for further 
electrification and on an optimistic assessment of 
further increase in railway traffic. In actual fact 
the State Railways did not receive appropriations 
to the expected extent. Moreover, road transport 
has increased considerably and has taken over a 
considerable proportion of the traffic. 

The forecast for retail consumption was based 
on an extrapolation of the previous development. 


The uncertainty of this method was realized from 
the outset. A thorough analysis of retail con- 
sumption was therefore made in 1950. This gave 
the expected result that retail consumption had 
been underestimated and that the actual develop- 
ment would be more rapid. However, no attempt 
was made to revise the five-year forecast, as at 
this time it was known that the consumption of 
electric power in traction, for example, would 
increase more slowly than had been estimated. 

The fact that the five-year forecast of 1948 
proved to be reasonably accurate does not in itself 
provide any reason for believing that the princi- 
ples employed were correct. The type of economic 
trend which was presumed in the forecast was 
that of a continued boom with full employment. 
It was fully realized that if the economic situation 
was to deteriorate there would be corresponding 
effects on the consumption of electricity. There 
were, however, many factors of ‘an equalizing 
nature, such as great accumulations of orders in 
the engineering and other industries, the pro- 
gramme of expansion adopted for the iron and 
steel industry etc., and as a result it was thought 
that on this occasion it was not necessary to take 
any alternative type of economic trend into con- 
sideration. 


The ten-year forecast of 1951 


When the ten-year forecast of 1951 was pre- 
pared it was thought to be essential to define with 
some precision certain basic assumptions re- 
garding the factors which affect the future in- 
crease of power consumption, ‘The most important 
of these was the assumption that the relations 
between the prices of different forms of energy 
which had prevailed during the last part of the 
1940’s would continue to hold good. The further 
assumptions were made that peace would continue 
and that the tariffs for electric power would con- 
tinue to be of the modern type designed to pro- 
mote development. l'urthermore, having regard to 
the relatively short period that the forecast was 
to cover, it was considered necessary only to con- 
sider already existing types of consuming appa- 
ratus. 

The percentage share of industry in total power 


7O 
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consumption in Sweden has declined during recent 
years. Nevertheless industry still consumes about 
6s per cent. of all electric power. It was therefore 
thought justifiable to devote considerable attention 
to the industrial aspect when preparing the ten- 
year forecast. 

The following table summarizes the relative im- 
portance of various groups of industry for the 
total volume of production and for power con- 


sumption in 1947: 
Percent- Percent- 
age of age of 


Num- Number total electric- 


ber of of pro- 


Group of industries 5 indus- it 
i Vibes abe trial oe 
places workers produc- sump- 
1. Ore mining and metal Hoe Hon 
industry Aico nc 5223 239605 40.1 36.4 
2. Earth and stone industry 1475 37222 5.c 4.8 
3. Timber industry .. . 3345 60534 7 4.6 
4. Pulp and paper industry 1148 50693 12.2 32.0 
5. Food-stuffs industry . 2623301507 L5.0 4-7 
6. Textile and clothing in- 
GUiing & sb G6 6 @ < 1546 88662 11.3 3.1 
7. Leather, hair and rubber 
iOS, of 6 oo 6 o 754 28495 3.9 0.9 
8. Industrial-chemicalindus- 
Way So p 8 @ Boe 516 15989 4.8 13.5 
Total 16630 557787 100.0 100.0 


As will be seen from this table, there are three 
groups which dominate the picture from the point 
of view of electric power, viz. ore mining and the 
metal industry, the pulp and paper industry and 
the industrial-chemical industry. Accordingly 
these groups, together with the earth and stone 
industry, where a rapid development is expected, 
have been analyzed in detail. In the case of the 
other four groups, which only consume about 13 
per cent. of the total power consumption of 
industry, the forecast has been made in rather 
less detail. 

The practically continuous increase in the 
power consumption of industry is connected partly 
with the continuous increase in production and 
partly with the change-over from other forms of 
energy to electric power. This change-over is due 
partly to the continued mechanization and ration- 
alization of the productive processes, mainly 
through electrification, in order to save man- 
power, and partly to the increased use of electrical 
heating owing to the better quality of electric 
power and to the fact that its real cost is falling 
in relation to other forms of energy. 


In the forecasting, the effect of the above 
factors and especially the future trend of pro- 
duction has been discussed exhaustively with the 
industrial organizations and the larger industrial 
undertakings and with experts in the different 
industries. Consideration has been given to the 
forecasts of industrial production which were put 
forward by the long-term inquiry of 1950. In cer- 
tain industrial groups where it has been difficult 
to establish the general tendencies of development, 
direct inquiries have been addressed to the most 
important industrial enterprises. This applies to 
the cement industry, the cellulose factories, paper 
mills and the electro-chemical industry. 

In the five-year forecast of 1948 it was neces- 
sary, owing to the limited time available, to treat 
“retail” consumption in a summary fashion. This 
has been considered unsatisfactory for the pur- 
pose of the 1951 ten-year forecast and therefore 
a special thorough investigation has been carried 
out in this field. In this connection it proved 
desirable to deal separately with the sub-groups 
into which retail consumption has long been di- 
vided, 7. e. domestic use, agriculture, professional 
work and requirements for public establishments. 

As far as domestic use is concerned it was soon 
possible to establish that the load in a household 
electrified according to modern conceptions should 
reach roughly six times the average consumption 
at present. This result was obtained after a careful 
analysis of the amounts of power which might 
reasonably be consumed for lighting, cooking, 
refrigerator, radio, television, washing, water- 
heating, additional heating and small appliances. 
If full use of electric power is assumed in all these 
fields we are still at present a long way from the 
saturation point. The main question was there- 
fore to try to establish the rate at which further 
development towards this point could be assumed 
to proceed. By an analysis of the productive re- 
sources which are available for manufacturing the 
various types of apparatus, it was possible to es- 
tablish that the saturation point could not be 
reached during the ten-year period under con- 
sideration. It was considered that practical limits 
for the average consumption during the period 
could be represented by the doubling of the pres- 
ent consumption. 
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A corresponding analysis for agriculture re- 
sulted in an estimate that consumption of electrici- 
ty might be expected to increase by rather more 
than 100 per cent. during the 1950's. In the case 
of the sub-group “crafts” also the investigations 
pointed to a considerable rise in power require- 
ments mainly because electric furnaces for smelt- 
ing and heating seem rapidly to be gaining ground 
in small industries. As far as public requirements 
are concerned it was found that in this group, 
which includes schools, hospitals, street lighting 
etc., there was no reason to foresee a very large 
increase. 

Of recent years traction has lost some of its 
importance for the work of forecasting future 
consumption. A certain stagnation has appeared, 
partly owing to restraint in the electrification pro- 
gramme for the railways and partly owing to the 
change-over to other means of transport. The 
increases in this group are therefore expected to 
be rather small. 

A summary of the detailed analyses made for 
the different fields and a recalculation to the 
point of production led to the estimate that the 
probable increase in power consumption during 
the first half of the 1950’s would be 1 200 million 
kWh a year. The predictions for the latter half 
of the decade were more uncertain, but an in- 
crease of 1 500 million kWh a year appeared most 
probable. 

There are means of checking the extent to 
which the ten-year forecast of 1951 has been 
realised up to the present time. The available sta- 
tistics indicate that the predictions that were made 
have proved almost completely accurate so far. 
The recently completed five-year forecast for the 
period 1953—1957 gives no reason for any adjust- 
ments for the immediate future. A certain tend- 
ency for ciectric power consumption to shift 
from the summer months to the winter months is, 
however, noticeable. This is probably due partly to 
longer holidays and partly to the fact that, on the 
whole, less work is done during the summer 
months than was previously the case. Viewed over 
a longer period, however, this fact does not in- 
volve any divergencies from the forecasts made 
but only a new form of load curve. That in itself 
this may lead to a demand for further extensions 


in order to cope with the increased requirements 
for the winter period is a subject outside the scope 
of this article. 


The forecasts and the development programme 


As stated earlier, the programme of develop- 
ment for the power industry is at present based 
on the ten-year forecast of 1951. A comparison 
between this forecast and the quantities of power 
which with normal water conditions would be 
obtainable from water power plants now existing 
or planned up to 1960 is contained in the figure 
below. 


Load and Supply of Water Power 1940—1960. 


———— actual power consumption 
—<—<—— = the ten-year forecast of 1952 
~—~—~~~~-~—~ supply of water power during normal years 


1000 million 
kWh/year 


°1940 1945 1950 1255 1960 


As will be seen, the supply of water power 
during the period of the second world war was 
greater than the load, which owing to export 
difficulties was lower than had been the case 
under normal conditions. During the post-war 
years there was an unexpected and exceptionally 
large increase in the load and, as a result, the 
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power-supply programme lagged behind. During 
these years the expansion programme of the 
power industry was directed in the first place to 
restoring the equilibrium between supply and de- 
mand which had existed earlier. 

The ratio between the water power exploited 
and the load is at present about 105: 100. This 
means that the considerable investment activity 
of the last few vears has resulted in a small 
margin. Calculations have shown that from a 
purely economic standpoint it is best to aim at a 
«margin of about 10 per cent. Decisive for this are 
the prices which in years of good water supply 
can be obtained for the disposal of surplus water 
power and the prices which in less favourable 
years have to be paid to take the place of water 
power by operating steam power stations with 
imported fuel. 

The conclusion to be drawn from these con- 
siderations is that the intensive programme of 
expansion which has characterized the first half 
of the 1950’s and which is augmenting our water 
power resources by no less than about 1 700 mil- 
lion kWh a year should continue. If this is done 
and if at the same time the load follows the ten- 
year forecast of 1951, we shall reach the proper 
margin, from the economic point of view, be- 
tween available water power and consumption at 
the end of the 1950’s. Having regard to the great 
volume of investments involved -— roughly 700 
million kronor a year — the programme may 
appear to be very large, but it should be remem- 
bered that electric power is our foremost domestic 
source of energy and therefore ’should be used to 
the greatest possible extent, among other things, 
in order to reduce the requirements for imported 
fuel. 
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Conclusion 


When discussing outside specialist circles the 
modern forecasts for the future trend of electric 
power consumption, one often notes some surprise 
at the results which it has been possible to achieve. 
During the post-war period, indeed, the forecasts 
have been practically exact. One sometimes comes 
across the misconception that the power industry 
might be able by means of its own, e. g. continual 
adjustments of electricity tariffs, to influence the 
trend in such a way that the forecasts made would 
be realized in actual practice. 

Against this idea it can be objected that elec- 
tricity is only one of the many forms in which 
natural energy is transformed in order to be 
utilized in production or domestic life. Probably 
the most economic distribution between various 
forms of energy is that obtained under free com- 
petition. This is the starting point for the policy 
as regards tariffs which is pursued in Sweden 
in the field of electric power. The aim is to achieve 
a normal return on the capital invested after 
reasonable depreciation of the plants. It is only 
by such a policy that a proper use, from the 
economic point of view, of the valuable domestic 
resource which we have in the shape of water 
power is to be obtained. A factor contributing to 
stability of tariffs is the circumstance that primary 
electric power is normally sold by long-term 
agreements and therefore price increases only 
reach the power consumer after a long period. It 
is, of course, true that during periods of plentiful 
power supply this policy does not preclude the 
encouragement of consumption by rebates, re- 
ductions, etc., but the measures which have actu- 
ally been taken in this respect are of small im- 
portance from the quantitative point of view. 
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COMPANY BALANCE SHEETS FOR 1953 


For Sweden’s economy as a whole, 1953 must 
be regarded as a relatively favourable year. The 
mild recession in the earlier period of high busi- 
ness levels, which in 1952 was so markedly evi- 
dent in large sections of Sweden’s economy, did 
not, last year, develop into any more serious de- 
cline in business; instead the situation stabilized 
and in some important fields substantial im- 
provement could be recorded, especially in the 
latter half of the year. The employment level was 
still high, although somewhat lower than in 1952; 
the price level stable or slowly falling off; and 
especially investments, but also consumption, con- 
tinuing to grow. During the year there was eco- 
nomic balance both within Sweden and in the 
relations to other countries, and in spite of some- 
what deteriorating terms of trade Sweden was 
able to show a surplus in the balance of payments. 

How, then, does the economic development of 
the companies look during 1953 against the back- 
ground of this general and rough characterization 
of the situation? In recent years a summary of 
figures from the annual reports of a number of 
large companies has been published in this Keview 
once a year.t As before, the survey comprises 
about seventy large companies operating in dif- 
ferent sectors of the economy. Almost every one 
of the companies has its shares listed on the 
Exchange and the number of employees totals 
about 210 000. It is, of course, obvious that this 
selection of companies is all too small to enable 
us to draw any general conclusions about the 
financial developments in our business community. 
These figures only show the trend in the large 
companies concerned, and it is quite possible that 
in certain respects developments in small com- 
panies have been different. On the other hand, 
the companies covered by this survey are of such 
a size that taken together they comprise a large 
important sector of our industry and commerce. 


1 The latest summary appeared in No. 3: 1953 of this Re- 
view. 


Last year the turnover of the companies of this 
survey dropped by a little over 2 per cent. after 
having remained practically unchanged in 1952. 
The trend towards declining sales was predomi- 
nant in most sectors. There were increases worth 
mentioning only in the sectors of food industry, 
retail trade, and textile industry. The first two 
groups, which, of course, were rather heterogene- 
ous, comprised only 6 companies in all, but all of 
them showed rather important increases in sales. 
Also the textile group includes a very small 
selection of companies (3), but as far as this trade 
is concerned it is known from other sources that 
last year there was a rise in the producers’ turn- 
over which was not followed by a correspondingly 
increased demand on the part of the consumers. 
Instead, the result was that inventories rose all 
along. To the textile industry, last year probably 
brought a much better result than the preceeding 
one. 

Among the trades, which for 1953 show reduced 
sales, the engineering industry is in the most 
prominent position. This group could in 1952 
record a rather important increase in turnover 
-— more than 10 per cent. — while, on the other 
hand, the engineering plants covered by the survey 
— 16 in all — suffered a reduction in sales by a 
little over 3 per cent. last year. The overall trend 
in this trade was, however, not unifom inasmuch 
as six of the companies concerned were able to 
show an increase in sales. The engineering indus- 
try was later than other trades hit by the decline 
in business activities and during 1953 its sales 
dropped, first and foremost in respect of exports, 
but there was also a declining trend in the home 
market. The tendency towards recovery, which 
was noticeable towards the end of the year, came 
too late to affect the sales result for 1953 to any 
appreciable extent. 

The setback in the wood-processing industry in 
1952 was last year followed by a recovery, which, 
however, did not arrive until during the latter 
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half of the year, while sales in the first half still 
stood at a low level both with regard to quantity 
and value. The 12 wood-processing companies 
included here, which during 1952 reported a de- 
crease in sales of no less than 20 per cent., had 
therefore last year to bear still another reduction 
in their sales, although much more moderate, or 
just above 5 per cent. This trend was rather the 
rule for the whole of the industry; one company 
only reported an increased sales figure. 

For a true appreciation of the economic results 
attained through these developments, it is, of 
course, of interest to compare the turnover figures 
with the costs involved. There is one very im- 
portant cost item — the raw material costs — 
which, however, it is hardly possible at all to 
estimate on the basis of the information supplied 
in the annual reports. It has to be enough to lay 
down that raw material costs have certainly not 
risen during the year under review, but have 
instead in all probability fallen, which may have 
given the companies some measure of compen- 
sation for the decreased sales. The reports give, 
however, information on another important cost 
item, the salaries and wages. In 1953 the total 
amount of salaries and wages in all companies was 
nearly exactly the same as in the year before. 
The number of employees, on the other hand, fell 
by a little more than 4 per cent., which decline 
almost exclusively referred to the workers, while 


the number of salaried employees showed little 
change. The more difficult state of the market 
has forced the companies to introduce rationali- 
zations within the limits of a very often un- 
changed volume of production; these rationali- 
zations have i.a. given rise to the adoption of 
a cautious policy when replacing the natural 
falling-off in the number of workers employed. 
As to other items of costs it can be mentioned 
that write-offs on machinery, fixtures and fittings 
have fallen considerably, which is a result of the 
restrictions imposed in 1953 upon the unlimited 
right to make provisions for depreciation. The 
companies, which are entitled to make such un- 
restricted provisions (and, of course, all the com- 
panies of this survey are), have in their balance 
sheets for 1953 had to apply the same depreciation 
rates as the tax authorities have laid down for tax 
returns, that is, for machinery, fixtures and 
fittings not more than 20 per cent. of the original 
cost. The reduced possibilities of a consolidation 
— which this has brought about — have, however, 
been amply offset in the balance sheets by con- 
siderable increases both in the amounts written 
off on premises and in the provisions for super- 
annuation funds, the amounts of which do not 
have to agree with the corresponding figures in 
the tax returns. The visible provisions for super- 
annuation funds and the write-offs on premises 
rose in all companies by about Kr. 100 million in 
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all, while depreciation of machinery fell by a little 
over Kr. 50 million. 

The remaining important balance sheet item, 
which has affected the year’s net result, is the 
inventory valuation, but as far as this item is con- 
cerned there is very little information to go on in 
the annual reports. According to the balance 
sheets (see table above) the total inventory values 
dropped by Kr. 163 million or 10 per cent., and 
the trend was very similar in almost every one of 
the various companies. During 1952 most com- 
panies seem to have increased their inventory 
reserves to a considerable extent, but it is not 
unlikely that a reduction in the inventories last 
year has brought about that part of the reserves 
have been used up, which has caused the year’s 
net result to improve. 

The surveyed companies report that their net 
profits (after taxes) increased by Kr. 24 million 
in all, or somewhat over 6 per cent., while for 
1952 they reported a reduction in profits of about 
10 per cent. Last year’s trend was rather uniform; 
of 68 companies there were only 15 which re- 
ported reduced net profits, and of these, 6 be- 
longed to the steel and mining industries. Be- 
cause of the declining prices of steel and the keen 
foreign competition, this sector of the economy 
had a considerably deteriorated profit position last 
year. It is worthy of note that all the engineering 
companies report increased net profits, in spite 
of the fact that last year brought a worsening of 
the economic position for this sector, Of 16 
engineering industries reviewed here, there is only 
one company which shows a reduction in profit 
of a size worth mentioning. For the group as a 
whole the profit increase amounts to Kr. 22 
million or 18 per cent. The increase of profit in 
this sector as well as in several of the other com- 
panies is probably to a certain extent due to the 
circumstance that inventory reserves have been 
used up and have been added to the operating 
result. 

The fact that last year the companies have not 
had as great possibilities as previously to provide 
for tax-exempt consolidations, is evidenced by the 
circumstance that the taxes on the year’s oper- 
ations have risen much more than the reported 
profits. For the year under review the taxes of all 


the companies have risen by no less than Kr, 110 
million, while the reported net profits — as men- 
tioned before —~ have only increased by Kr. 24 
million. 

Of the increase in net profits — Kr. 24 million 
— Kr. 14 million has been used to boost dividends 
to the stockholders, while for 1952 there was no 
rise in dividends worth mentioning. Expressed as 
a percentage the dividend increase for 1953 cor- 
responds to a rise by not quite 6 per cent.; in 
percentage of paid-up capital and reserves, the 
year’s dividends correspond to slightly more than 
5 per cent. 

A summary of the more important items of the 
balance sheets proves that the book values of the 
fixed assets continued to rise last year, although 
the advance was very much less than in 1952. The 
figures, no doubt, reflect the falling-off rate of 
investments within industry and commerce last 
year. The trend of current assets developments is, 
above all, characterized by a decline in inventory 
values and a very steep rise in cash assets. The 
general trend of inventories has already before 
been touched upon. As is evidenced by the table, 
inventory values dropped last year by Kr. 163 
million in all, after having risen to slightly more 
than Kr. 100 million in 1952. The current assets, 
on the other hand, advanced by Kr. 170 million. 
The explanation of this is that last year these 
companies’ holdings of cash and balances at banks 
rose by no less than Kr. 325 million after having 
experienced a drop of Kr. 290 million in 1952. 
Last year’s increase amounts to approximately 24 
per cent. The substantially improved cash liquidity 
is chiefly a result of a conscious effort on the part 
of the companies to increase their liquid assets, 
which shrank alarmingly in 1952. The improve- 
ment in liquidity has mainly been brought about 
by reducing inventories and putting a restraint 
on investments. 

On the debit side short-term liabilities show a 
slight decline, while long-term liabilities rose by 
Kr. 161 million. The paid-up capital and reserves 
increased by Kr. 212 million or somewhat less 
than in 1952. Last year’s capital increase was, 
however, more than enough to finance the boost 
in current assets. 

The increased profit figures and the improved 
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liquidity should, of course, indicate that last year 
was a more favourable one for the companies 
than 1952, but in all probability the situation has 
been the exact opposite. Sales figures have fallen, 
costs do not at all appear to have decreased to 
the same extent, and taxation has affected the 
companies more severely than before. The in- 
crease in reported profits is probably to a very 
great extent due to the circumstance that a con- 
solidation by means of hidden or visible reserves 
has not been effected to the same degree as pre- 
viously. It may seem surprising that in such a 
situation the companies have so generally wished 


to report a rise in net profits. An explanation of 
this may perhaps be that when, in the beginning 
of this year, the balance sheets were being drafted, 
people were more optimistic about the prospects 
for the immediate future than the actual develop- 
ments in 1953 proved that there was reason to be. 
Not until during the second half of the year (for 
the engineering industry not until during the last 
months) did the economic situation improve, and 
then there was not enough time for the recovery 
to affect the company results for the year to any 
extent worth mentioning. 
Bengt Senneby 


THE ECONOMIC SITUATION 


During the last few months, economic activity 
in Swedish business life has undergone a percepti- 
ble increase, and misgivings have again been ex- 
pressed that the resources will be subjected to 
undue strain. The will to invest on the part of 
industry seems to have risen steeply ; applications 
lodged for building permits have been so numer- 
ous that the investment quota of the industry for 
the whole of the present year was covered by 
April. So far as can be judged, a substantial 
replenishment of stocks has taken place. Among 
other evidences of this are the increased import 
surplus and the rise in bank advances. Up to the 
present time industrial production has shown a 
considerable increase this year, and in April the 
production index was 3 per cent. higher than in 
the corresponding month last year. Employment 
is at a high level, and on the labour market of 
late some signs of over-employment have re- 
appeared after having been practically absent 
during the last two years. Both labour turnover 
and absenteeism have increased. 

When the national budget for the present year 
was prepared, a continued balance in the national 
economy was envisaged — at a high level, but 
without inflationary pressure. Among the assump- 
tions in the calculation were those of unchanged 


stocks and diminished private investments. The 
part of the year that has so far lapsed has 
presented a somewhat different picture, and the 
risk of a new period of inflation seems to be 
considerably greater than was thought at the be- 
ginning of the year. The high degree of liquidity 
in business enterprises is another circumstance 
causing concern. 

As already mentioned, the development of in- 
dustrial production has been relatively favourable 
this year. The production index for April in the 
seasonally adjusted series was 3 per cent. higher 
than at the same time last year and 6 per cent. 
higher than in December 1953. The improvement 
this year is particularly marked in the forest 
industries. In the timber industry and pulp and 
paper industry groups, production rose 9 and 12 
per cent. respectively from April 1953 to April 
1954. On the wood-goods market, the relatively 
stable price situation which appeared last year has 
persisted. Exports of wood goods this year have 
been at a high level. At the end of May it was 
estimated that about 75 per cent. of the total 
export quantity available for the whole year, 
800 000 standards, had been sold. The interest of 
buyers has primarily been concentrated on high 
qualities. Swedish timber exporters have this year, 
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as previously, experienced considerable compe- 
tition, mainly from the Soviet Union but also 
from other countries on the European continent, 
e. g. Austria. The demand from the United King- 
dom is, of course, of the greatest importance for 
the continued development of our timber exports. 
When the consumption of wood goods in Britain 
was decontrolled at the end of last year, it was 
hoped that a substantial rise in the consumption 
of wood goods in that country would lead to an 
increase in Swedish deliveries. No such increase 
has occurred in British wood consumption, but it 
is expected in Sweden that British imports of 
wood goods from this country will continue to 
be at a high level this vear. 

As regards cellulose production this year, it may 
be said that this has already been largely disposed 
of. During the last few months pulp prices have 
been relatively stable and such price movements 
as have occurred have been in an upward di- 
rection. No important change in prices is expected 
during the remainder of the year. A specially 
gratifying feature has been the increase in Swedish 
pulp sales to the United States. During 1953, 
Sweden’s share in American pulp imports rose 
from less than 10 per cent. to over 15 per cent. 
It is very uncertain whether we can keep this 
position during the present year. In the plan for 
our trade with the dollar area drawn up by the 
authorities a certain decline in our pulp exports 
to the United States as compared with last year is 
envisaged, though the decline will be of modest 
proportions. 
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For iron and metal works also, production this 
year has been higher than during the correspond- 
ing period last year. At the iron works the 
flow of orders showed a falling tendency during 
1953 and this has probably continued during the 
present year. The stock of orders is at present 
so small as to provide employment for a com- 
paratively limited time ahead, both as regards 
commercial iron and quality iron. It should, how- 
ever, be pointed out that the orders in hand can to 
a large extent be regarded as firm engagements 
and that the risk of cancellation is less than at 
earlier times. The supply of iron and steel to the 
Swedish market is expected to amount to the 
following quantities during 1953 and 1954 (1 000 
tons) : 


1953 1954 

forecast! 
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sGrevayas deh 8S fo. pec wir ee ey Cinccienn 546 475 
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Net supply 1568 1 600 


1 According to the Business Research Institute. 


As will be seen, a quite considerable increase in 
domestic production is foreseen in consequence 
of the expansion of capacity which has taken 
place, while imports are expected to continue to 
decline. With regard to exports, there has been a 
cautious estimate that there will be a decline in 
relation to last year owing to the keener compe- 
tition, especially from Western Germany. 

In the engineering industry, towards the end 
of last year there were certain clear signs of a 


Wholesale Price Index of the Board of Trade. 
(1935 = 100.) 


General Index. 


= = mMpor’ Prices, 
Export Prices. 


aoe 


SS oo 


-W---+-4-4- 


1949 1950 1951 1952 1953 1954 


78 


recovery. This tendency may be said to have 
persisted during the present year also. Deliveries 
both to the home market and for export are ex- 
pected to be higher in quantity during the first 
half of this year than during the second half of 
1953. On the other hand prices have continued 
to decline. The tendency towards recovery seems 
to be strongest in the manufacturing branch, 
where the previous decline was largely due to ad- 
justments of stocks. As far as the mechanical and 
electrical branches are concerned, the recovery 
has been most marked on the export side. It was 
on that side that the decline in sales last year 
principally occurred. Nevertheless the competition 
with foreign countries is still keen. During the 
present year it is hoped to be possible to increase 
the exports of engineering products to Eastern 
Europe and South America. ‘The new trade agree- 
ment with the Soviet Union provides for an in- 
crease in Swedish exports of such goods, and the 
greater supply of Swedish currency in Brazil due 
to the rising coffee prices will, it is hoped, lead 
to increased Brazilian purchases of Swedish ma- 
chinery etc. With regard to the home market it is 
expected that the increased interest in investment, 
mainly on the part of industry, will result in 
larger deliveries of engineering products during 
1954. 

In several industries, production this year has 
been lower than during the corresponding period 
in 1953. This applies above all to the iron ore 
mines. During 1953 Swedish exports of ore fell 
by 7 per cent. and it is expected that the exports 
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for 1954 will be lower by a further Io per cent. 
In value the drop will be even greater, as prices 
of iron ore have fallen somewhat since last year. 
In several consumer goods industries, also, pro- 
duction this year has been lower than during the 
same period of 1953. 

It has already been mentioned that the will to 
invest on the part of the private sector has shown 
a marked increase during the last few months. 
The reason for this is partly that the investment 
duty was removed at the turn of the year, partly 
that the liquidity of business enterprises is very 
good and partly that a more optimistic view of the 
prospects for the near future is now held. As the 
investment quota for industry was already filled 
by April, an increase of this quota has been 
decided on. In order to prevent the overstraining 
of available resources a certain curtailment of the 
house-building programme during the second half 
of this year has been suggested instead. In spite 
of this, however, house-building will remain at a 
very high level. A production of 56000 to 57 000 
housing units is expected for the budget year 1954 
to 1955 as against 50000 during 1953. 

Investments in cars during the present year 
have reached record heights. During the first five 
months of 1954 nearly 47000 new private cars 
were registered as against 31 000 during the same 
period last year — an increase of 50 per cent. 
This very large expansion is partly attributable 
to the fact that the excise duty on cars was 
removed in July 1953 which had caused some 
restraint on the part of the potential buyers dur- 
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ing the six months before that date. The size of 
the investment in private cars during recent years 
is illustrated by the fact that the number of 
vehicles in use has been approximately doubled 
during the last four years. 

Sweden’s external trade during the first five 
months of 1954 has resulted in a relatively large 
import surplus, Kr. 610 million, against Kr. 557 
million during the same period last year, as shown 
by the following table: 


Surplus o¢ 
Imports Exports Imports 
(Million kronor) 
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For seasonal reasons the country’s external 
trade generally shows a certain import surplus 
during the first part of the year. It is still un- 
certain whether the surplus produced up to the 
present time is greater than can be explained by 
reference to seasonal fluctuations. It is possible 
that to some extent this surplus is a sign of in- 
creased economic activity. At the same time a 
replenishment of stocks following the running 
down of inventories in many trades last vear has 
probably occurred. 

As regards the distribution of Sweden’s external 
trade by countries, figures are available for the 
first four months of this year only. No note- 
worthy changes have taken place. The deficit in 
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the trade with Western Germany has been further 
increased and this country’s position as our 
principal supplier has been consolidated. The im- 
port surplus in the trade with the United States 
is only slightly higher than last year. The follow- 
ing table shows the figures for Sweden’s trade 
with the most important countries: 


foreign Trade with the Most Important Countries, 
Fanuary—April 1953 and 1954. 
(Mill. kr.) 
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Sweden’s foreign exchange reserves fell by nearly 
Kr. 270 million to Kr, 2 357 million. At the end 
of May they were, however, fully Kr. 300 million 
higher than at the same time last year. With the 
E. P. U. Sweden has had a total deficit of nearly 
Kr. 290 million during the first five months of 
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1954 and our balance with the Union had fallen 
to Kr. 564 million at the end of May as compared 
with Kr. 617 million a year before. Further data 
regarding the changes in the foreign exchange 
reserves are contained in the following table: 


Foreign Exchange Reserves. 
Million kronor 


1952 1953 1954 
The Riksbank Decws TaD eCusk Mar. 31 May 31 
Gold and dollars. . . 872 1147 I 226 : 
Gold and dollars under 
EPU agreement . . 391 419 375 
EPU currencies .. . 973 970 793 
Other currencies. . . 68 85 62 
Total 2 304 2 621 2456 2 496 
Commercial banks —20 a3 Se —139 
Total 2284 2 624 2 402 BS eS 5| 


The Credit Market. The increasing activity 
in industry and commerce has led to a quite con- 
siderable increase in the advances of the com- 
mercial banks. According to the Swedish Banks 
Association’s customary analysis of the distri- 
bution of credits by industries, the total lending 
of the banks showed an increase during the period 
May 1953—May 1954 of Kr. 539 million or 
nearly 6 per cent. Calculating from November 
last year, the increase was even greater — Kr. 638 
million — but this is certainly due to some extent 
to seasonal causes. As will be seen from the 
following table, much of the increase in advances 
is attributable to building activity. On the other 
hand, loans to local government authorities show 
a considerable decrease; this is due partly to the 
fact that since last summer the local authorities 
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Production (mill. kr.). 


May Nov. May Sea 3 

1953 1953-1954 Mey ar 
WHOA 6 « 5 4 oc 2240 2108 2215 —— 2h 

Wholesale and retail 

trade and services 2134) 2179 2 322 +188 
Shipping and.transport 297 310 351 eS 
Insurance and finance. 265 271 330 ap ahs 
Local authorities .. 242 94. 59 —oi5 
ENG 5 4 yy 395 392 415 + 20 
Building an ee: 664 871 1085 +421 
Housing credits . . . 2334 2 326 §=6.2. 352 ar tts} 
Miscellaneous credits . 1015 966 I 026 qe ia 
Total 9616 9517 101855 +539 


have handed over the granting of credits in house 
building to the commercial banks and partly to 
the fact that the liquidity of the local authorities 
in general has considerably improved. The credits 
to the group “wholesale and retail trade and 
services” show a considerable expansion. 

The deposits of commercial banks rose from the 
turn of the year to the end of May by Kr. 284 
million, or rather more than during the same 
period last year. During the last few months, the 
liquidity of the banks has at times been rather 
strained. At the end of April and beginning of 
May and after the tax collection in the middle of 
May, several banks had to borrow considerable 
amounts from the Riksbank and the Post Office. 
There was also a large amount of temporary 
borrowing among the banks themselves. 


Position of the Commercial Banks. 


1952 1953 1954 
Assets (in mill. kr.) Dec. May Dec. Mar. April May 
Cash Fearne 999 478 646 370 382 379 
Treasury bills . 866 952 1482 1581 1528 1470 
Swedish bonds . 850 1208 1863 1942 2060 1900 
Advances 9848 9884 9932 10463 10509 10652 
Banks abroad . 193 190 314 281 234 245 


Sundry accounts 781 636 790 512 598 610 
Total 13537 13348 15027 15149 15 311 15 256 

Liabilities (in mill. kr.) 

Deposits. . . . 10358 10585 11 839 12268 12258 12123 


Banks abroad . 404 368 321 361 386 348 
Share capital and 

reserve funds. I127 1144 1153 1154 154 154 
Sundry accounts 1648 1251 1714 1366 1513 1631 


Total 13537 13348 15027 15149 15 311 15 256 


The Stock Market. The Swedish stock mar- 
ket has been characterized by a continued rise in 
share prices even after the profit and dividend 
positions of companies for the preceding year had 
become known. As a rule the fall in prices follow- 
ing the payment of dividends has been quickly 
recovered. The rising trend which has been going 
on uninterruptedly for more than a year has led 
to an increase in the prices of home-market indus- 
try shares of 25 per cent. from May last year to 
June this year, and the corresponding increase for 
other industries has been 30 per cent. During the 
Same period bank shares have risen 27 per cent. 
The firm price situation during the last few 
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months should, of course, be viewed against the 
background of the general economic trend and the 
risk of inflation that this undoubtedly contains. 
Moreover, share prices have probably felt the ef- 
fect of the marked lack of material which charac- 
terizes the market at present and which is due to 
considerable investments by funds and other in- 
stitutions. The yield as a percentage of the market 
prices for a selection of representative securities is 
given in the following table. 

1953 1954 

Dec. Mar. Apr. May June 

15 15 15 15 15 
5 wood-processing et 
ELLE Sie cain sl eaten . 3.9 3.5 3-7 3.5 3.4 

2 wood and iron eee 3.6 3:2 a5 3-4 3.4 
5 exporting engineering 


COMPpPanies aecis es «557, ie 5.0 5:0 4.9 
4 leading banks. .... 4.4 4.6 4.6 4.5 4.4 


As previously, the demand for shares represent- 
ing real values has dominated. This has had the 
result that the yield for the five forest-industry 
securities has been as low as 3.4 per cent. while 
for some leading engineering shares the yield is 
4.9 per cent., in spite of the recent recovery in 
the industry. During the period under review the 
following new and bonus issues have been an- 
nounced. 


New Issues: 


AB Iféverken 1 new for 5 old shares at Kr. 100 each Kr. 5 mill. 


Skanska Ce- 
mente Ab 81.2 3 7 P fe >6 » 


Bonus Issues: 
Rederi AB Transatlantic 


Upsala-Ekeby AB . Ties o 2S |? > > 
Ahlén & Holm AB pe © ek Rt haat Came Ne Mi 
AB Gétaverken fh ae ae > >» Il » 
AB Iféverken . a et ty a y 15 > 
Skanska Cement AB . i ek ny jee 2 Ets > 
AB Papyrus Ta es. 3 98 2 he hy Ae 
ACB Kinnevik... « Pe yeeeyet > chate =F) 6.02). 9 
AB Skanska Cement- 
gjuteriet ... res > 3 X shares! > 3 » 
AB Tretorns erent, Yo 3 sl os share 9 0.24 
PNDMPXELOI gos a) « Tee se Fy, 67 > 12.48 » 
Almgqvist & Wiksells Bok- 
tryckerl ABs. a « caves) Fy siatess > Sith 9 
oe eels 
ere Ske © i eee | de wf > 7) 1a > 
ant Nom. value changed 
from Kr. 200 to Kr. 


1 new for2 old shares Kr. 10 ‘mill. 


Kockums Jernverks AB. 3 pret. + 2 ord. of 


nom. Kr, 100 for 1} 
old share of Kr. 500 
nom. 

Nom. value changed 
from Kr. 500 to Kr. 


100 Kr 4 i) 


In addition 30000 shares in AB Ratos have 
been placed on the market through Stockholms 
Enskilda Bank and Messrs. Hagglof at a price of 
200 per cent. These shares have met with a very 
great demand and bargains have been made in 
the free market between Kr. 245—259. 

At the annual general meeting of the Swedish 
Match Company it was decided to reduce the 
share capital of the company by 50 per cent. by 
returning to the shareholders Kr. 12.50 per share 
in cash and a smaller amount in 3.6 per cent. 
promissory notes issued by the company. Share- 
holders who do not wish to have promissory notes 
will receive Kr. 25 in cash instead. The pro- 
missory notes carry the option for the owners at 
a later time to exchange the notes for bounds of 
the German 6 per cent. foreign loan of 1930, 
now bearing 4 per cent. interest. One German 
bond of U. S. $100 nominal may be obtained in 
exchange for a promissory note of Kr. 250. 


The Bond Market. On the bond market there 
has been little interest during the last few months 
for the older loans, which have been sold at 
largely unchanged prices corresponding to a yield, 
in the case of 3 1/2 per cent. industrial loans, of 
rather more than 3.6 per cent. As will be seen 
from the table below, short-term rates of interest 
have also remained unchanged of late. 


Vield on Short-Term Loans. 


1952 1953 1954 
Decwys june Sept. Dec. Mar. June 
15 15 15 15 T5 15 


Shortdated bonds: Per cent. 


LP VGAt os meee ves 10) 2.750) 2.50) 12,50 12,50 a. SO 

QYs years. 1 « » «. 325 3.00 2.78 2:60 2:60 2.60 

Longer periods . . 3.35 3.10 3.00 2.90 2.90 2.90 
Treasury bills: 

Up to 3 months. . 2.0 2.0 AOe olay eee tae ton 
Day-to-day loans: 

I day’s notice. . . 2.5 2.5 25) 125. 2725 2.05 


So far the greater part of the issuing activity 
this year has fallen in the first three months, 
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when among other things the extensive borrowing 
of the Government was carried through. Never- 
theless, the market has been supplied with a good 
deal of material during the second quarter as 
well, among other items being a 41/2 per cent. 
loan of Kr. 50 million for the Norwegian Govern- 
ment and a 4 per cent. loan of Kr. 30 million for 
the Svensk Fartygskredit AB. Of late, however, 
certain symptoms of satiation have been percepti- 
ble, as the savings banks concentrated their inter- 
est on the mortgage market and the insurance 
companies have to a large extent already covered 
future investment requirements. It is of interest 
to note that there has also been a marked demand 
from private quarters as far as issues yielding 4 
to 41/2 per cent. are concerned. The Business 
Research Institute has made a summary of the 
investments of some of the larger credit insti- 
tutions during the last few years, setting the issue 
market in relation to other forms of investment. 


Investments of Certain Credit Institutions 1951 —53 


(mill. Kr.). 
Insurance companies: I95I 1952 1953 
ALotallsinvestmentsira sisi 784 822 857 
of which Government securities, etc. 123 263 314 
municipal loans ... . 150 78 314 
mortgage! loans s,s 157 258 127 
Savings Banks 
WON OVENS 6 5 nb bn og oo SOS 661 658 
of which Government securities, etc. —51 47 54 
municipal loans ... .—16 45| 
mortgage! loans. ves 45 550 604 
Othermee elie aera ae We 19 
Post Office Savings Bank and Postal 
Transfer Service: 
Total investments ...... EG EEO 485 390 
of which National Debt Office. . 57 —177 188 
Ieekits feo a ob sow tc = —3 —32 
municipal loans ... . 136 540 147 


mortgage Joans, ... . 13% 171 174 


The borrowers who come next in turn to issue 
bond loans will probably have to wait until the 
autumn. For the budget year which begins July I, 
Government borrowing is expected, according to 
the latest estimates, to be about Kr. 400 million 
less than last year. Since the preceeding survey, 
the following new issues have been made. 


New Issues. 


Rate of Amount of Price of 
interest in issue in issue in 
per cent. mill. kr. per cent. 

Norwegian Govt. ..... 4/2 50 100 
Svenska Skeppshypotekskassan 3°/s 7 100 
Svensk Fartygskredit AB 4 30 100 
Harmsele AB “asus 2 o-8 2 = eG 30 100 


In addition there have been private sales of the 
3 1/2 per cent. loans of the Sveriges Stadshypo- 
tekskassa, Svenska Bostadskreditkassan och Sve- 
riges Allmanna Hypoteksbank, amounting to Kr. 
225, 40 and 75 million respectively. The Swedish 
Government has also floated a loan on the Swiss 
capital market for 50 million Swiss francs with a 
view to strengthening Sweden’s foreign exchange 
position, principally as a measure of preparation 
for for the possible introduction of convertible 
currencies. 

Notice of redemption has been given for the 
following loans without option to convert: 


Bowaters Svenska Trimasse- 


fabriker AB. . . . . . 31/2 % 1937, bonds, on 4/12 1954 
Fastighets AB D. Camegie 
& Cons... + ws su 6 % 1945, promissory 
notes, on */12 1954 
AB Vigférbittringar . . . 5 % 1947, reg. certifi- 
cates, on */9 1954 


QUARTERLY REVIEW. JULY 1954 83 


Some Statistical Data on Sweden’s Economic Position. 


I. The Riksbank. (Amounts in million kr.) 


Assets Liabilities 


1e 


of Sight Deposits 


Gold and Foreign Exchange Reserves) » 00.4, and | Domestic Other Note 


Gold? ete a Total Treasury Bills Bills Advances || Circulation State oes, Other Total 
I 332 51 2 083 106 I 37 1061 418 428 3 849 
362 3 1 190 3 184 ce 112 3 288 467 361 79 7 
465 688 1153 3.443 21 188 BGs S11 BIZ 44 867 
| 785 - 1594 2 379 2 821 21 226 4 090 528 522 I 110 
: 954 1 350 2 304 3 240 49 272 4577 449 558 22 1.029 
1 130 I 491 2 621 2786 46 311 4835 363 180 2 545 


1953 | 1954\ 1953\ 1954\ 1953 | 1954 | 1953 | 1954 | 1953| 1954 | 1953| 1954 1953 1954 | 1953| 1954 | 1953\ 1954\ 1953\ 1954| 1953\ 7954 


1.007 | 1 129 |1 312) 1 510) 2319 | 2639/2666 2284) 49 | 45 | 252 246 ||4 350] 4630] 525| 177| 163] 103| 29 
1 006| 1128/1 319] 1418] 2 325 | 2546|2665 | 2342| 47 | 45 | 247| 362 | 4 3606| 4584) 371| 357 260| 29| 26 
- | 1005 | 1 128 |1 240) 1 328) 2245 | 2 456|2404| 2299] 48 | 46 | 274| 338 14311 | 4459) 343| 309) 29) 19) 24 
1 | 1003] 1 129 |1 151| 1 356|2154| 2485 | 2605] 2331| 47 | 46 | 248) 425 |4365| 4575 | 300) 321) 39) 30} 30 
; 1002} 1 130 1 188) 1 366) 2 190 96 | 2 334.) 2 300/132 | 41 | 230) 484 14223) 4433] 132) 514) 173| 21) 29 


NWw NNN 
of 
WwW 
al 


2 4 
1 OO} | 1132 1 250) 1 356) 2251 | 2 488 | 2427) 2405 | 131 14 | 235] 419 ||4327| 4593| 275| 370] 122 38] II 408} 388 
1052 | 11 280) 2 332 | | 2 376 | 10 25t 4 267 207 247 Il 465 
; I oS I 327] 2 38 2 376 I 259 4 321 228 218 15 461 
» | 1067) poe 2 429 2 389 | 47 306 4365 406 39 12 457 
1133 | |l 37 2 507 2 352 47 278 4 503 192 109 3 304 
I i |1 41 2548 2 326 47 278 4 ou 205 79 3 287 
1.130 |1 491 2621 2 786 46 311 4835 363 180 2 545 
i 
Market value. — 7? Net claims on foreign countries. 
Ul. Commercial Banks. (Amounts in million kr.) 
. | : Distributi f Lo on Types 
| oye" Advances a Deposits | Net Claims ail oe (in “). il 
4 Cash ae Wicseeiie Thereof Total Deposits over on Foreign Pec nae 
onds om . : x 
4 Bills Redisc. | Advances Advances | Countries | Mortgages Guarantee Shares chandise, &c 
fe gm Oy) gamelan gr 
| | % % % % 
60 I 116 fo) 4338 | 4260 —78 95 58,4 13,8 15,3 12,6 
? 686 I ont I $20 — 8 098 8 399 301 —201 58,5 20,2 7,0 14,3 
ie) 681 1 107 2 126 — 9 240 8930 —310 — 392 58,8 20,9 a 13,7 
1 936 1 849 2 641 oe 1017 10 513 338 —492 57,8 20,9 4 14,9 
2 999 LP 7lOme) n243) _— 9 84 A Ve 510 —131 57,8 21,6 O.4 14,2 
53 646 3345 | 2478 = | 9952 11 839 1.907 95 61,0 19,7 a 13,1 
1953 1954 1953| 1954 IQ53 | 1954 1953|1954 1953.| 1954.| 1953 | 1954 | 1953| 1954) 19SP | F954 \F9SS IOS4\L9S3 LOS4\L9S3 1954) 1953 | 954 


| | | 
| 74| 3 664) 2 2471; —| —|9906|9971\10301/12086) 395|2 115 —163| 206] §8,1| 61,2 | 21,3) 19,5 | 6,3 | 61] 14,3 | 13,2 
oF ae! ih fos pe pe = — | 9 773|10133|10855/12180}1 082|2047|—214| 97 58,6) 60,5 | 20,6) 19,6| 6,4 | 5,0] 14,4 | 13,9 
me —| —|9897|10463|10562|12268 665)1 805} 21 10| 58,2| 60,6 | 21,8] 19,5 | 6,4) 6,0 13,6 | 13,9 
/ 1o¢09|10461/12258) §27|1749/— 37\— 47| 58,3 61,0 | 22,0] 19,2 | 6,4] 6,1 | 13,3 | 13,7 
Aol 1] ve rouse 12123} 639|1 471/— 89|— 13] 59,0 61,3 | 21,0] 19,3 | 6,5} Or | 13,5 | 1393 
9 82110742 cane 12266| 856/1524/— 75|— 50) 5955 61,3 | 20,8] 19,4 | 6,4| 5,9] 13,3 | 13.4 


A 

| 371 | 370 | 2 278) 3 523) 2 504 
ril | 357 | 382 | 2 210) 3 588) 2 553 2694, — 
y | 478 | 379 | 2 160] 3 353/ 2017/2774, — 
ne | 494 | 475 | 2 386] 3 212) 2563/2747) — 


bal 


| | 

7 6 =| 11076 1 286 — 20 59,9 20,4 6,5 13,2 | 

; we : 136 pia _ | i; 11430 1656 32 59,7 20,8 | 64 13,1 | 
Bt. 395 3 163, 2544 on | 9 929 11458 U 529 31 5959 20;3 ra 13,5 
— 882 11788 1 906 9 60,4 ; 20,0 5 13,4 
Else] se ass |x) igs fa) SH | Bee lg) a 
c. |646| | 3345 2478 =): 19031 11839] |1.907 95, [Oro] | 1947 a| | 13ar 


Including Treasury Bills. 
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Ill. Other Credit Institutions. Stock Exchange. 
Neen eee ne 


D its | Bank | . _2 |Turnover at the Stock- , 
Savings Banks oC Clearing ae Yields on Bonds* |) oi Stock Exchange?| Share index 
Year Post Office} Turnover | Cheque 
or Savi | at the : Govt. | Industrial} | 
Month] Deposits | Advances | Bonds* arty Riksbank Service bested | cpr | Bonds Shares ne ee 
Million kr. | Million kr. | Million kr.| Million kr.) Million kr.| Million kr. | % % | 1000 kr. | 1 000 kr.| 
' | | 
6 
1938 68 069 82 618 I 380 24 986 | 2,32 2,92 243 931 | 14 
ae aces 348; ait 2 083 33 548 152 383 3,04 3,02, | 429 6 | 139 
1950 | 7437 6 994 879 2 143 109 31 167 415 | 3,16 3,10 35 793 15 
1951 7 802 7 341 820 2425 149 12 203 CO9 3,27 3,40 64 787 | 172 
| 1952 8 458 7934 865 2 633 172 186 240 QO0O 3,31 3,62 298 583 | ‘- 
1953 9 081 8 562 gI5 2 846 157 573 256 280 3,30 3,72 294 5.) ee 
1953 | 1954| 1953 | 1954. | 195F | 1954) F953) 1954 | 1953 | 7954 | F953 1954 1953 \1954 I9SZ 1954 1953 1954 \I9OSFZ T954\ 1953 1954 
- | | ) = 
| | | : | 
an. . : - |2 669| 2 876|13796|145c6|23 860|26 672! 3,33, 3,23) 3.81| 3,60, 211) 274) 633] 821) 142) 163 
eb. : : : : . - |2 702] 2 892|11299|11462|19 65015 609; 3,33, 3,22| 3,79/ 3,59, 191) 362 6oa 815) 145) 168 
Mar. | 8918/9 565) 8131/8 786| 870] 942|2 714| 2 893/13167|15146/23 470| 30 336) 3,33, 3,22| 3.77| 3.58, 182) 438) 528) 892) 144! 165 
| | | ; 
April . : . 2 718] 2 888] 12083| 12829] 16 334/17 658) 3,32 3,22) 3,79 3,61, 208, 261 | 469) 784) 142, 167 
May : ‘ : 2 709| 2 875|15459|15081|28 645/31 189) 3,31, 3,22| 3,79 3,61 263 420) 568) 995| 139) 175 
June | 8943 8 275 871 2 715| 2 877|12468/15083| 16 610|18 610) 3,32) 3,22| 3,80, 3,65) 181) 275) 519 891) 140 174 
July . : : 2742 14271 26 122 3,32 3,80 132 | 391) 146) 
Aug. . : : 2761 10340 13 836 3,30 3,66 307 433 147 
Sept. | 9 068 8 419 884 2 766 13447 25 290) 3,30 | 3,62 274 | 581 149 
Oct. : : : 2785 12416} 17 136 3,29 3,62 319) 501 | 151 ) 
Nov. : : . 279. 13848 25 407 3,28) 3,62 420) | 500} 4 
Dec. |9 081 8 562 gis 2 84 14943 19 920 3,23 | 3,60 832 ) 610 meaty 
* At the end of each year or month. — * Calculated on market prices at middle of months. The yearly figures represent averages of the m 
figures. — 3 Averages per Stock Exchange business day. 
IV. Other Statistical Data. 
: : Whole Sale Price Index 
Nat 1 Debt * F Trad y . | 
Te car tot Sees Pro- |Unemploy’ (1935= 100) § Cost of | Waggoni 
to) Export (+)| duction | } Living | Kilom 
Month Total eae Imports | Exports | or Import | Index’ fevers | Import | Export | All | Index | of Loay 
(—) Surplus] 1935 = 100) oods | Goods Goods |1935=100, Truck: 
Million kr. | Million kr. |Million kr.|Million kr.) Million kr, % ) 
1938 2 566 2 443 2 082 1 843 — 239 123 10,9 Ill 120 Ill 106 44 
1949 12055 8714 333 4250 — 83 190 2,7 278 253 216 166 II0. 
1950 12 oe 8 949 102 5 707 — 395 197 2,2 332 314 227 168 120. 
1951 12 823 9 037 Q 188 Q 207 ea TO 206 1,8 432 562 299 194 130, 
1952 12710 9 631 8 936 8 og! — 845 202 2,3 407 449 31 210 123 
1953 13 852 10 369 8 161 7645 — 516 202 2,9 375 378 2 212 117. 
7953 | T9S4 | 1953 | T9S4\1953| 1954/1953) 1954) 1953 | 954 | 19531954) 1953| 1954\1953| 1954 1953| 1954\1953 1954|1953|1954 1953) | 
ae | bee i 
Jan. | 12 293] 13 810) 9 626|10360| 697! 699 | 581} 585 |—116|—114| 203 | 212 | / : 
Feb. | 13 320) 14.055) 9 792|10747| 596 | 637 ve 189 —135|—14 ack 213 Bie Set | 334 | 385 | 385 | 303 | 298 ia 
Mar. | 12 320] 13 704/10038|10932| 669 804 | $55 | 600 |—114|—204] 212 | 219 
April | 12 601) 14 055|10039|11069) 688 | 760 | 594| 612|— 94|—148| 218 224. 
May | 12 320| 13 628 10036] 10926] 678 | 777 ge 782 |— a3 ++ ve 210 3. 
June | 12532 10043 681 7 + 16 214 | 
July | 12 88 10041 ay 660 + 12 Ilo 
Aug. | 1311 1CO13 586 625 +, 39 199 
Sept. | 13076 10209 669 707 + 38 211 | 
Oct. | 13576 10251 732 ° al ye 
PO se ig25t 739 37 =e 221 
Bee 13 252 103 778 709 — 69 222 
1 
At the end of each year or month. — ? The yearly figures up to and including r950 according to the Board of Trade, the other acco 


to the Federation of Swedish Industries. — 3 


on State Railways. 


The yearly fi 


gures represent averages of the monthly figures. — 4 Million kilometres per m 
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Statement of Condition May 315, 1954 


Jee gad Bs, 

Cash in hand and with the Riksbank ............ Kr. 113 026 690 
Le Ch gs So Ua gn > 800 747 535 
oS eS 9 ee a >» 2614014 512 
Sweoen Banks and Savings Bank§ . . .. 0. 6 i se ee ee > 9 216 413 
OUTED ag = S88 ae a > 81 676 5,48 
LS RESINS 2 ono 0) hae > 32 092 485 
CLP og 6 SS ee > 25 244 674 
Buildings, Furniture and Fittings... .......02+-+e+.. > 30 762 345 

Kr. 3 706 781 202 

LEABIEIIIES 

i tees go nea Go's a eo eS. ke Kr. 3 033 013 875 
Swen banks and Savings Bank§. . 1. «6 0 ee ee ee > 92 712 572 
ee cv ee yr ko fesse ese 88 >» 108 954 868 
Oe NSS er ee ae ee > 202 099 887 
OE RES i . . .Kr. 161 760 000 
TEONePVe IE ONS Goa sc sk nk » + « » 108240000 » 970 000 000 


Kr. 3 706 781 202 
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© Géteborg, Stockholm, Malmé (Principal Offices) Skellefte3 
@ Place with 10000 —90 000 inhabitants 


” ” ’ 


e less than 10000 
In all 270 branches at 164 different places. 
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